§202.250

(b)(1) Residue gas and gas plant prod-
uct volumes shall be reported as speci-
fied in this paragraph.

(2) Carbon dioxide (COy), nitrogen
(N2), helium (He), residue gas, and any
other gas marketed as a separate prod-
uct shall be reported by using the same
standards specified in paragraph (a) of
this section.

(3) Natural gas liquids (NGL) volumes
shall be reported in standard U.S. gal-
lons (231 cubic inches) at 60 °F.

(4) Sulfur (S) volumes shall be re-
ported in long tons (2,240 pounds).

[53 FR 1271, Jan. 15, 1988, as amended at 63
FR 26367, May 12, 1998]

Subpart E—Solid Minerals, General
[Reserved]

Subpart F—Coal

§202.250 Overriding royalty interest.

The regulations governing overriding
royalty interests, production pay-
ments, or similar interests created
under Federal coal leases are in 43 CFR
group 3400.

[54 FR 1522, Jan. 13, 1989]

Subpart G—Other Solid Minerals
[Reserved]

Subpart H—Geothermal
Resources

SOURCE: 56 FR 57275, Nov. 8, 1991, unless
otherwise noted.

§202.350 Scope and definitions.

(a) This subpart is applicable to all
geothermal resources produced from
Federal geothermal leases issued pur-
suant to the Geothermal Steam Act of
1970, as amended (30 U.S.C. 1001 et seq.).

(b) The definitions in 30 CFR 206.351
are applicable to this subpart.

§202.351 Royalties on geothermal re-
sources.

(a) Royalties on geothermal re-
sources, including byproduct minerals
and commercially demineralized water,
shall be at the royalty rate(s) specified
in the lease, unless the Secretary of
the Interior temporarily waives, sus-
pends, or reduces that rate(s). Royal-
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ties shall be paid in value. The royalty
due shall be the value determined pur-
suant to subpart H of 30 CFR part 206
multiplied by the royalty rate in the
lease.

(b)(1) Royalties are due on all geo-
thermal resources, except those speci-
fied in paragraph (b)(2) of this section,
that are produced from a lease and are
sold or utilized by the lessee or are rea-
sonably susceptible to sale or utiliza-
tion by the lessee.

(2) Geothermal resources that are un-
avoidably lost, as determined by the
Bureau of Land Management (BLM),
and geothermal resources that are re-
injected prior to use on or off the lease,
as approved by BLM, are not subject to
royalty. The Minerals Management
Service (MMS) will allow free of roy-
alty a reasonable amount of geo-
thermal energy necessary to generate
electricity for internal powerplant op-
erations or to generate electricity re-
turned to the lease for lease oper-
ations. If a powerplant uses geothermal
production from more than one lease,
or uses unitized or communitized pro-
duction, only that proportionate share
of each lease’s production (actual or al-
located) necessary to operate the pow-
erplant may be used royalty free. The
MMS will also allow free of royalty a
reasonable amount of commercially
demineralized water necessary for pow-
erplant operations or otherwise used on
or for the benefit of the lease.

(3) Royalties on byproducts are due
at the time the recovered byproduct is
used, sold, or otherwise finally disposed
of. Byproducts produced and added to
stockpiles or inventory do not require
payment of royalty until the byprod-
ucts are sold, utilized, or otherwise fi-
nally disposed of. The MMS may ask
BLM to increase the lease bond to pro-
tect the lessor’s interest when BLM de-
termines that stockpiles or inventories
become excessive.

(c) If BLM determines that geo-
thermal resources (including byprod-
ucts) were avoidably lost or wasted
from the lease, or that geothermal re-
sources (including byproducts) were
drained from the lease for which com-
pensatory royalty is due, the value of
those geothermal resources shall be de-
termined in accordance with subpart H
of 30 CFR part 206.
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(d) If a lessee receives insurance or
other compensation for unavoidably
lost geothermal resources (including
byproducts), royalties at the rates
specified in the lease are due on the
amount of that compensation. This
paragraph shall not apply to compensa-
tion through self-insurance.

§202.352 Minimum royalty.

In no event shall the lessee’s annual
royalty payments for any producing
lease be less than the minimum roy-
alty established by the lease.

§202.353 Measurement standards
reporting and paying royalties.

(a) For geothermal resources used to
generate electricity, the quantity on
which royalty is due shall be reported
on Form MMS-2014 (Report of Sales
and Royalty Remittance) as follows:

(1) For geothermal resources valued
under arm’s-length or non-arm’s-length
contracts, quantities shall be reported
in:

(i) Kilowatthours to the nearest
whole Kkilowatthour if the contract
specifies payment in terms of gen-
erated electricity,

(if) Thousands of pounds to the near-
est whole thousand pounds if the con-
tract specifies payment in terms of
weight, or

(iii) Millions of Btu’s to the nearest
whole million Btu if the contract speci-
fies payment in terms of heat or ther-
mal energy.

(2) For geothermal resources valued
by the netback procedure pursuant to
30 CFR 206.352(c)(1)(ii) or (d)(1)(ii), the
quantities shall be reported in
kilowatthours to the nearest whole
kilowatthour.

(b) For geothermal resources used in
direct utilization processes, the quan-
tity on which royalty is due shall be
reported on Form MMS-2014 in:

(1) Millions of Btu’s to the nearest
whole million Btu if valuation is in
terms of thermal energy used or dis-
placed,

(2) Hundreds of gallons to the nearest
hundred gallons of geothermal fluid
produced if valuation is in terms of vol-
ume, or

(3) Other measurement unit approved
by MMS for valuation and reporting
purposes.

for
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(c) For byproduct minerals, the quan-
tity on which royalty is due shall be
reported on Form MMS-2014 consistent
with MMS-established reporting stand-
ards.

(d) For commercially demineralized
water, the quantity on which royalty is
due shall be reported on Form MMS-
2014 in hundreds of gallons to the near-
est hundred gallons.

(e) Lessees are not required to report
the quality of geothermal resources,
including byproducts, to MMS. The les-
see must maintain quality measure-
ments for audit and valuation pur-
poses. Quality measurements include,
but are not limited to, temperatures
and chemical analyses for fluid geo-
thermal resources and chemical anal-
yses, weight percent, or other purity
measurements for byproducts.

Subpart I—OCS Sulfur [Reserved]

Subpart J— Gas Production From
Indian Leases

SOURCE: 64 FR 43514, Aug. 10, 1999, unless
otherwise noted.

§202.550 How do I determine the roy-
alty due on gas production?

If you produce gas from an Indian
lease subject to this subpart, you must
determine and pay royalties on gas
production as specified in this section.

(a) Royalty rate. You must calculate
your royalty using the royalty rate in
the lease.

(b) Payment in value or in kind. You
must pay royalty in value unless:

(1) The Tribal lessor requires pay-
ment in Kind; or

(2) You have a lease on allotted lands
and MMS requires payment in kind.

(¢) Royalty calculation. You must use
the following calculations to determine
royalty due on the production from or
attributable to your lease.

(1) When paid in value, the royalty
due is the unit value of production for
royalty purposes, determined under 30
CFR part 206, multiplied by the volume
of production multiplied by the royalty
rate in the lease.

(2) When paid in kind, the royalty
due is the volume of production multi-
plied by the royalty rate.



